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To the Stockholders of the 

Packard Motor Car Company: 

Consolidated net earnings for the year 1940 were $774,147.36, after all charges including depreciation 
and federal income taxes. Factory sales of motor vehicles, service parts, marine engines, etc., amounted to 
$69,235,169.01. 

These operating results compare with net earnings of $545,867.42 and factory sales of $63,425,062.82 
for the previous year, 1939. 

CAR DIVISION OPERATIONS 

We produced 76,927 Packard cars during the year 1940 as compared with 76,573 for the previous 
year. Total deliveries of new Packard cars to customers were 77,552, as against 69,719 for 1939, represent¬ 
ing a gain of 11.2% for the year. New cars delivered in the United States showed an increase of 14.7%; 
how r ev£r, foreign and Canadian deliveries declined due to market restrictions resulting from the European 
War. 

In comparison, the total production of passenger cars for the entire industry amounted to 3,802,454, 
an increase of 27.8% for the year 1940. Retail deliveries in the United States, represented by new car 
registrations of all makes of cars, showed an increase of 28.7%. 

The gain in our volume of business, measured in terms of retail sales, while larger than for some of 
the other companies in the industry, cannot be considered satisfactory because it was less than the in¬ 
dustry average, and because our volume is not large enough to enable us to take full advantage of the 
profit possibilities of our factory investment. 

Our new model cars, introduced in the early fall of 1940, are attractive, well engineered, and have 
been well received by the public. However we determined that the addition of a newly styled Packard car 
to our line, which should represent a distinct departure from traditional Packard styling, was a desirable 
forward step toward further increasing the demand for our cars. 

Accordingly we have been working for some time in collaboration with independent designers and 
stylists to this end. We are just beginning production of this new Packard car. We believe we have been 
successful in creating a very desirable new style cycle for Packard. Although our early production of these 
cars will of necessity be limited, we plan to have a sufficient number of them available for distribution this 
spring, and our spring merchandising program has been built around them. 

Production schedules are being held as closely as possible in line with anticipated sales requirements. 
Packard dealers and distributers with but few changes continue a loyal, efficient organization. We have 
been working for some time to increase Packard representation in the smaller communities. 

Relations with Packard employees have continued to be satisfactory due principally to a mutual 
desire to cooperate and a willingness to bargain collectively. 

MARINE ENGINE DIVISION OPERATIONS 

In our report a year ago, we advised our stockholders that the Company had re-entered the special 
engine field and had undertaken the development and production of a small number of high powered 
marine engines for the United States Navy. 

To date we have signed contracts totalling approximately $17,500,000 for these marine engines and 
engine parts. Contracts are covered by suitable deposits. The engines are built and tested in a separate 
factory unit with 85,422 square feet of floor space devoted exclusively to this purpose. Originally set up 
for production of 5 engines a week, this was increased to 10 engines weekly, and is scheduled to be 
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increased to 15 engines a week in May 1941. Currently there are about 750 employees working full time 
on the project. We believe we may reasonably expect to receive additional substantial orders for these 
engines requiring further expansion of facilities and production schedules in the near future. 

The initial loss sustained in getting under way on this undertaking has been recovered and a satis¬ 
factory profit has accrued. The outlook for this division is promising. 

AIRCRAFT ENGINE DIVISION OPERATIONS 

During the latter part of 1940, the Company accepted the assignment of producing 9,000 Rolls- 
Royce aircraft engines. Under present contracts, 6,000 engines are to be built for Great Britain and 3,000 
for the United States. Stockholders' interests were carefully considered in all of our negotiations to 
formulate the contracts for this undertaking. The necessity for this is evident when it is considered that 
the estimated cost of plant expansion, machines, equipment, tooling, etc., is more than $35,000,000 
and that the value of the engines to be produced will probably exceed $165,000,000. 

The undertaking is being financed by the contractees in accordance with present contractual agree¬ 
ments, and the Company has no added plant investment in the enterprise. It does, however, have certain 
portions of its property including land, buildings, and facilities, reserved exclusively for aircraft engine 
production under the terms of the related contracts. The contracts provide for payment on a cost-plus- 
a-fixed-fee basis. 

Three new buildings for aircraft engine production are approaching completion. Altogether about 
1,000,000 square feet of floor space will be devoted to building these engines, of which approximately 
400,000 square feet represent available floor space in our existing plant. 

Currently we are still in what is called the “make ready” stage of this project. Our tooling program 
is being carried forward on schedule. Parts are being run in preliminary set-ups for the first few test motors. 
We have some 1600 employees working full time on aircraft engine processing, plant layout, tool making, 
material purchasing and control, and other activities including actual production of engine parts. In 
addition several thousand employees in vendors' plants are working on the orders w r e have placed with 
them for machines, tools, engine parts, etc. We estimate that we w ill require 14,000 production employees 
for the aircraft engine division w'hen w r e reach full production schedules. 

Our preparatory work w ill be completed by the time the new r buildings are finished. We are already 
proceeding with the installation of machinery and other production equipment. Present plans schedule 
the first production engine to be built on July 20. 

The engine we are building is the latest model of the Rolls-Royce Merlin aircraft engines which the 
Rolls-Royce Company started to produce last April. The Merlin engine has been thoroughly tested and 
has given a good account of itself. It is used exclusively in the British Spitfire and Hurricane fighting 
planes and also in some bombers. 

COORDINATION OF CAR MANIJFAtTl RING AND 
DEFENSE PRODUCTION ACTIVITIES 

Carefully coordinated planning permits all of our car manufacturing and defense production activities 
to be carried on simultaneously and independently. Our marine engine, aircraft engine, and car manufactur¬ 
ing divisions are separate factory units. Each has its own functional organization. This is desirable because 
the methods and machinery used in the manufacture of cars are not suitable for the production of these 
high powered, special purpose engines. Altogether different facilities, standards, and processes are required. 

There has been no lessening of our motor car engineering and development activities. On the contrary, 
never before have we undertaken a larger development program than we now have w r ell underway. Car 
production and related engineering programs are proceeding uninterruptedly and in accordance with 
projected schedules. Production for defense is our first objective during this emergency period; however, 
we believe that our car manufacturing programs can also be carried through to completion. 
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INCOME STATEMENT 


Factory Sales 

Factory Operating 
Expense 

Recoveries from 
Closed Banks 

Depreciation 

Provision for 
Federal Income Tax 


BALANCE SH 
Cash Position 

Receivables 

Inventories 
Current Assets 

Current Liabilities 

Net Property 
Investment 


Deferred Charges 

Surplus 


Sales for 1940 were $69,235,169.01 as compared with $63,425,062.82 for 1939 

Administrative, selling and general expense amounted to $4,563,233.71 com¬ 
pared with $2,933,262.99 for 1939. The increase is in general accounted for 
by a change in accounting practice reflecting advertising expense at the total 
amount, whereas in previous years, expense w r as credited w T ith a fixed amount 
for each car shipped. 

Claims for deposits in closed banks were reduced by payments amounting 
to $183,273.40. Recoveries for the previous year were $16,420.10. 

Provision for depreciation of factory properties amounted to $1,309,656.24 
as against $1,449,351.56 for 1939. 

Provision for federal income taxes includes $225,000 additional assessment 
for prior years from 1935 through 1939 due principally to capitalizing of 
amounts which we had considered as expense, and lower depreciation rates 
used by the tax examiner in computing the tax returns. In our opinion most 
of these adjustments will be claimed as deductions in future years when tax 
rates will probably be higher. 


Cash and marketable securities totaled $37,866,326.27 at December 31, 
1940. Of this amount, $35,015,111.01 was cash which included deposits of 
$24,115,806.25 by customers under aircraft engine contracts. At the previous 
year end, cash and marketable securities totaled $13,055,586.13. 

Accounts and notes receivable were $5,455,804.50 compared with $3,699,083.13 
for 1939. The difference is occasioned by an increase in the time sales paper 
carried by our subsidiaries, and accounts with customers arising from marine 
and aircraft engine and other government business. 

Total inventories were valued at $ 10,11 8,436.42 as compared w ith $9,242,444.89 
at the previous year end. 

Total current assets were $53,440,567.19 as compared with $25,997,114.15 at 
December 31, 1939, an increase of $27,443,453.04 due principally to the 
funds advanced by customers as noted above. 

Total current liabilities amounted to $34,836,961.75 as against $8,389,425.17 
at the previous year end. The increase is due chiefly to the $26,151,306.25 
net advances of customers under contracts. 

The net property investment in land, buildings, plant equipment, etc., was 
$25,790,069.41, or $488,342.83 less than at the end of 1939, due to provision 
for depreciation at established rates in excess of plant additions for the year; 
also to the fact that the land and building of our distributer in London, 
England, which are owned by the Company, were shown as a separate in¬ 
vestment at December 31, 1940, due to the w r ar conditions prevailing. 

This does not include any added investment in special aircraft engine plant 
facilities. 

Deferred charges to future operations, consisting principally of prepaid in¬ 
surance and engineering developments, totaled $487,324.03 as compared 
with $354,943.44 at the close of the previous year. 

Capital and surplus at December 31, 1940 amounted to $44,222,949.56 and 
was equivalent to a book value of $2.95 a share on the common stock out¬ 
standing. 
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SEGREGATION OF SURPLUS ACCOUNT 

The Board of Directors have found it necessary and in the best interests of the Company to segregate 
the consolidated surplus of the Company and its subsidiaries as at January 1, 1941 and have authorized 
its segregation into capital surplus and earned surplus. 

The last Annual Report and previous financial statements have shown that $20,000,000 of accumu¬ 
lated earnings was transferred in 1929 from the parent company’s surplus account to capital account. In 
J932 by direction of the stockholders $10,000,000 was re-transferred from capital to surplus and in 1935 
a like amount was similarly re-transferred by direction of the stockholders from capital to surplus (total 
$20,000,000). Such Annual Report further explained that the consolidated surplus account has reflected 
the annual profits, losses and dividends paid; that $5,713,122.77 included in the parent company’s surplus 
account represented the balance remaining of the amount ($20,000,000) so transferred from capital to 
surplus. The difference between these amounts, or $14,286,877.23, was used to absorb operating losses 
accumulated during the period from October, 1931 to May 1, 1935, which losses were included in the 
amounts shown in the published annual reports covering that period. 

After the segregation of the consolidated surplus into two accounts, the capital surplus account at 
January 1, 1941 will include $5,713,122.77, being the remainder of $20,000,000 transferred to surplus 
mentioned above, and in addition the balance of the capital and earned surplus of the subsidiaries as of 
May 1, 1935. The consolidated earned surplus account will include net earnings of the parent company 
and subsidiaries since May 1, 1935 (less dividends paid since that date amounting to $10,493,938) which 
date is the first day of the month following the last transfer from capital to surplus referred to above 
(April 15, 1935). In order to segregate the surplus accounts and to charge accumulated losses against 
capital surplus, in the manner indicated above, present day accounting procedure and the Securities 
and Exchange Commission require that the surpluses of the subsidiaries as of May 1, 1935 shall be in¬ 
cluded in consolidated capital surplus regardless of whether such surplus prior thereto was earned surplus 
or capital surplus. 

As the result the balances in these accounts as at January 1, 1941 will appear as follows: 


Capital surplus.$10,766,721.20 

Earned surplus since May 1, 1935. 3,456,228.36 


$14,222,949.56 

The action of the Board of Directors is in the best interests of the Company and the approval of the 
stockholders is requested. 

THE O ITLO O K 

We believe that the number of cars we w T ill produce in 1941 will be as large as our output for 1940. 
The volume of our marine engine business will be considerably larger for 1941. We expect to ship a reason¬ 
able number of aircraft engines during the last six months of the year. The increase in dollar volume of 
our business should favorably affect earnings. We are hopeful that we will be in a position to resume 
dividend payments during the year. 

We recognize the exacting nature of the dual responsibility of carrying on defense work and car pro¬ 
duction, and have accepted the task with confidence that we can successfully accomplish both objectives. 



President. 


March 18, 1941 
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Consolidated Balance i 


Current Assets: 


ASSETS 


Cash in banks and on hand (including $24,115,806.25 of funds ad¬ 
vanced by customers under aircraft engine contracts, of which 
$5,569,596.77 is subject to lien to secure performance) 
Investments, at lower of cost or quoted market value— 

United States Government Securities. 

Municipal and Canadian Government Bonds. 

Accounts and Notes Receivable, less reserves— 

Accounts Receivable. 

Deferred Installment Notes. 

Inventories, at or below cost— 

Raw Material, Work in Process, etc. 

Finished Motor Vehicles. 

Total Current Assets. 


$ 1,878,981.24 
972,234.02 

$ 2,472,248.34 
2,983,556.16 


$ 5,530,801.53 
4,587,634.89 


Other Assets: 

Mortgage and Miscellaneous Investments.$ 312,199.40 

Claims for Deposits in banks and trust companies closed or under 

restriction. $ 103,460.49 

Less —Reserve. 103,460.49 _ 

Dividends Received From Closed Bank, on DeposiUWith Trustees . 94,616.02 

Investment in and Advances to Wholly-Owned English 

Subsidiary, at Cost (Represented Principally By Distribution 
Properties in London, England) 

Property Account: 

Land, at Cost— 

For Manufacturing Purposes 
For Distribution Purposes .... 

Buildings, Plant Equipment, etc., at Cost— 

Manufacturing Properties .... 

Ijess —Reserve for Depreciation . 

Distribution Properties. 

. Less —Reserve for Depreciation . 

Rights, Privileges, Franchises and Inventions 

Special Aircraft Engine Plant Facilities : 

Buildings, Equipment and Rearrangement Expenses paid for directly 


by customers or from funds received from customers .... $ 2,343,824.69 

Unexpended Balance of Funds received from customer for purchase 

of special facilities. 18,347,494.74 

Total ..$20,691,319.43 

Less Amounts Received From or Paid By Customers .... 20,691,319.43 

Remainder. 

Deferred Charges to Future Operations: 

Prepaid Insurance and Other Expense. 

Total Assets. 


$ 1,954,666.30 

4,402,192.96 $ 6,356,859.26 

$22,381,818.96 

8,726,173.18 13,655,645.78 

$ 9,251,573.09 

3,474,009.72 5,777,563.37 


$35,015,111.01 

2,851,215.26 

5,455,804.50 

10,118,436.42 

$53,440,567.19 


406,815.42 


185,135.26 


25,790,069.41 


487,324.03 

$80,309,911.31 
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ry 

>t as of December 31, 1940 


L I A R I I. I T I E K 

Current Liabilities: 

Current Accounts Payable and Pay Rolls. 

Miscellaneous Liabilities Not Yet Due. 

Reserves for Miscellaneous Items. 

Advances by Customers Under Sales Contracts for Marine Engines .... 
Advances by Customers Under Aircraft Engine Contracts $24,800,219.71 

Less —Accumulated Costs in Respect of Such Contracts . 684,413.46 

Provision for Income Taxes. 

Total Current Liabilities. 

Reserve for General Purposes (Note 1): . 


Capital Stock: 

Common (Authorized 25,000,000 Shares of No Par Value) 

Issued 15,000,000 Shares.. 

(Includes 8,660 Shares issued to Trustee for Account of Company, Not Carried as 


an Asset) 

Surplus (Note 1): 

Balance at December 31, 1939 . $13,448,802.20 

Add —Net Profit for the Year Ended December 31, 1940, per 

Statement Attached. 774,147.36 


Total Liabilities and Capital 


$ 5,568,636.80 
610,537.28 
1,929,529.08 
2,035,500.00 

24,115,806.25 
576,952.34 
$34,836,961.75 

1,250,000.00 


30,000,000.00 


14,222,949.56 


$80,309,911.31 


r to financial statements) 
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For the Year Ended December 31, 1940 


Factory Operations: 

Sales of Motor Vehicles, Marine Engines and Service Parts, etc. 
Deduct —Cost of Sales. 


Add —Other Income— 

Discount on Purchases.$ 202,499.79 

Interest and Rentals. 47,459.84 

Miscellaneous. 6,753.54 


Deduct—Selling, General and Administrative Expense .... 

Profit Before Applying Factory Depreciation and Special Items 
Add — 

Recoveries on Claims for Deposits in Closed Banks $ 183,273.40 

Reduction in Reserve for Depreciation in Value of Investments . 89,630.22 

Deduct — 


Depreciation of Factory Properties.$1,309,656.24 

Provision for Unrealized Foreign Exchange Loss. 35,316.96 

Provision for Federal Income Taxes— 

Additional Provision for Prior Years’ Taxes Including Interest 225,000.00 

Estimated Provision for Normal Income Tax (1940) . . 250,000.00 

Net Profit From Factory Operations. 

Deduct —Loss From Operations of Branches and Subsidiary Companies 

Net Profit for the Year Ended December 31, 1940 . 


0 See accompanying notes to financial statements) 


$69,235,169.01 

62,535,300.93 

$ 6,699,868.08 


256,713.17 

$ 6,956,581.25 
4,563,233.71 

$ 2,393,347.54 

272,903.62 
$ 2,666,251.16 


1,819,973.20 

$ 846,277.96 

72,130.60 

$ 774,147.36 
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Notes to Financial Statements—December 31, 1940 


Notes: 


l Consolidated surplus of $14,222,949.56 includes $8,408,813.19 Parent Company surplus and $5,814.- 
*• C The last annua, report and previous financial statements have 

shown that $20,000,000 was transferred in 1929 from surplus to capital a ^ col ' n 

Company’s books. Subsequently, a like amount was by authority of the Stockholders re-trans- 

femd from capital to surplus account. There is included in the Parent Company surplus 

*5 713 122 77 being the remaining balance of the amount so transferred to surplus which may 

no/^'distributable by way of dividend; also, surplus of subsidiary companies includes capita, 
surplus of $881,763.23 which may not be so distributed by the subsidiaries. 

However since December 31, 1940 the directors of the company have authorized, and the stock¬ 
holders have been requested to approve, a segregation of the consolidated surplus balance as a 
January 1, 1941. After the segregation of the consolidated surplus into two accounts the balances 
in these accounts as at January 1, 1941, will be as follows: 


2 . 


Capital Surplus 

Earned Surplus Since May 1, 


1935 


$10,766,721.20* 

3,456,228.36 

$14,222,949.56 


3 . 


*\11 undistributed earned surplus of subsidiary companies from dates of 
acquisition to May 1, 1935 is included in consolidated capital surplus. 

The reserve for general purposes, $1,250,000, was created prior to May 1, 1935. 

Current assets and current liabilities in Canada have been included in the consolidated balance 
sheet at S prevaiUng rate of exchange at December 31, 1940. Fixed assets have been included 
at approximate U. S. dollar cost at date of acquisition. The monthly operaUng accounts ^th 
Canadian subsidiary have been converted into dollars at the month-end rates of excha. g 
throughout the year*. On the foregoing basis the net assets m 0 t he r 

amounted to *578,130.41, consisting of net current assets of *559,727. 
assets of $18,402.52. 

T . a „ po , ints of the English subsidiary have not been included in the consolidated balance sheet 
at December 31 1940, but the investment in and advances to that company, represented princw 
by disUib^tion properties in London, England, have been included at cost. The operatmg 
accounts of the English ^bsidiary have not been included in the accompanying statement of 
income. 

Of the total consolidated sales for 1940 approximately 7% represented sales for foreign destination. 

°^1940uSl^dopde^:for the^ mamda<d.ur/of !aircraf/e nglnes ^i i/the Tpprox hnate aggreg^te^momit 

contingent liability of the company as at December 31, 1940 under these commitments, 
were sufficient to cover the cost of these items. 
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Price, Waterhouse & Co. 


RESIDENT PARTNER 
A. J. BLOODSWORTH 

CERTIFIED PUBLIC ACCOUNTANT PENOBSCOT BUILDING 

DETROIT 


March 5, 1941 


To the Board of Directors , 

Packard Motor Car Company , 
Detroit y Michigan. 


We have examined the consolidated balance sheet of Packard Motor Car Company and its subsidiary 
companies as at December 31, 1940 and the statement of income for the year then ended. In connection 
w.th our examination, we reviewed the system of accounting control and procedures of the companies 
and examined or tested their accounting records and other supporting evidence, by methods and to the 
extent we deemed appropriate, but we did not make a detailed audit of the transactions. 

In our opinion, the accompanying consolidated balance sheet and related statement of income, 
together with the notes appended thereto, present fairly the position of Packard Motor Car Company 
and its subsidiary companies consolidated at December 31, 1940, and the results of their operations for 

the year, conformity with accepted accounting principles applied on a basis consistent with that of 
the preceding year. 


Price, Waterhouse & Co. 
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(A MICHIGAN CORPORATION) 


DIRECTORS AND OFFICERS 

Directors 

Truman H. Newberry Alvan Macauley James T. McMillan 

Henry E. Bodman M. M. Gilman Robert B. Parker 


Officers 

Alvan Macauley 
Chairman of the Board 

M. M. Gilman 

President arid General Manager 


J. G. Vincent 

Vice-President of Engineering 

G. T. Christopher 
Vice-President of Manufacturing 

W. M. Packer 
Vice-President of Distribution 

Lee J. Eastman 
Vice-President 


Henry E. Bodman 
Vice-President and General Counsel 

James H. Marks 

Vice-President and Purchasing Manager 

Hugh J. Ferry 
Secretary and Treasurer 

Milton Tibbetts 
Vice-President and Patent Counsel 


Eugene C. Hoelzle 
Comptroller 


A. G. Denison 

Assistant Secretary and Assistant Treasurer 


Active Subsidiary Companies 

Packard Motor Car Company of New York Packard Motor Car Company of Chicago 

Atlanta Packard Motors, Inc. 

Packard Motor Car Company of Canada, Limited 
Packard Motors Export Corporation Packard Motor Sales Company 

Packard Limited, London, England 


Packard Motor Car Company 
Detroit, Michigan 

Transfer Offices 

Guaranty Trust Company of New York 
New York City 

Detroit Trust Company 

Detroit, Michigan 

Registrars of Stock 

City Bank Farmers Trust Company 
New York City 


Auditors 

Price, Waterhouse & Co. 
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ASK THE MAN 



WHO OWNS ONE 


